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Interindustry Transactions in New Structures and Equipment, 1963 

This article presents a "capital flow" 
table that shows the flows in 1963 of 
new structures and equipment from 
producing industries to using indus­
tries. This is the first huch table prepared 
by OBE. I t expands the information on 
fixed capital contained in OBE's input-
output table for 1963 by showing the 
types of new capital goods received by 
each industry. 

A HIS report presents estimates of the 
flows of new structures and equipment 
from producing industries to using in­
dustries.1 These new estimates, shown 
as a "capital flow" table, expand the 
information on capital goods that is 
contained in OBE's input-output table 
for 1963. The input-output table records 
the interindustry transactions in goods 
and services purchased on current ac­
count.2 The output of new structures 
and equipment is shown in such a table 
as purchased by the final demand 
sectors "investors," "foreigners," and 
"government." The capital flow table 
disaggregates the investors sector so as 
to show flows of new capital to each 
using industry. 

The capital flow table for 1963, and 
tables for later years that might be 
prepared, can be put to several uses. 
One obvious and important use of in­
put-output tables is by a business firm 

1. This work is part of the Federal Government's Inter­
agency Qrowth Study. Guidance for this research program is 
provided by an Interagency steering committee consisting of 
representatives of the Office of Business Economics, the 
Bureau of Labor Statistics, the Office of Management and 
Budget, and the Council of Economic Advisers. The com­
mittee is chaired by a member of the Council. 

2. The 1963 input-output study is described in "Input-
Output Structure of the U.S. Economy: 1963," SUBVEr OF 
CURRENT BUSINESS, November 1969. That article presented 
the 1963 Input-output tables aggregated to 85 industries. More 
detailed tables showing 367 industries are contained in 
Input-Output Structure of the L .S. Economy: 196S, Volume 1, 
Transactions Data for Detailed Industries; Volume 2, Direct 
Reguiremcnts for Detailed Industries; and Volume 3, Total 
Requirements for Detailed Industries (available for $1.75 each 
from the Superintendent of Documents, TT.S. Government 
Printing Office). These data are also available on magnetic 
tape. Inquiries about purchase of the tapes should be directed 
to OBE. 
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wishing to compare its market pattern 
with that for its industry as a whole. 
Since the input-output table provides 
such marketing information only for 
products that are purchased on current 
account, capital goods producers have 
not been able to use the input-output 
table in this way. The capital flow table 
fills this gap by providing a fairly de­
tailed look at the markets for each type 
of capital good. 

Another application of input-output 
in which the capital flow table can be 
used is in measuring the impact on each 
industry of a change in the level of in­
vestment spending by a given industry. 
The capital flow table, which provides 
information on the types of capital used 
by each industry, can be used to trans­
late a specified global level of invest­
ment spending for structures and for 
equipment by an industry into the de­
tailed requirements placed on the con­
struction and equipment producing in­
dustries. These requirements, which 
comprise a bill of goods, can then be 
applied against an input-output table 
of total requirements to obtain the im­
pact of the investment spending on 
each industry.3 

The data in capital flow tables have 
important applications in areas not 
directly related to input-output. One 
such application is the estimation of 

3. A table of total requirements shows the output required 
(directly and Indirectly) from each industry for a given in­
dustry to deliver one dollar of output to final demand. A bill 
of goods is a breakdown of the composition of a purchase by 
final demand according to the industry categories of the in­
put-output table. 

Further discussion of the preparation of bills of goods is 
contained in the November 1969 SURVEY article and in 
Beatrice N. Vaccara's "An Input-Output Method for Long-
Range Economic Projections" in the July 1971 SURVEY. 

The long-term projections prepared by the Bureau of Labor 
Statistics were an input-output application in which a capital 
flow table was used to translate capital requirements of each 
industry into demands placed on the construction and equip­
ment producing industries. A capital flow table prepared by 
BLS for 1958 was used. The BLS projections are described in 
Projections 1970, BLS Bulletin No. 1636, December 1966, and 
Patterns of U.S. Economic Growth, BLS Bulletin No. 1672, 
1970. 

capital stocks by industry and by type 
of asset. A series of capital flow tables 
will provide a basis for estimating cap­
ital stocks in more detail than is now 
possible—e.g., by type of asset for each 
user industry shown in the capital flow 
tables. 

Layout of the table 

Capital flow tables can be prepared 
on the basis of either user or owner. 
The information in the two types of 
tables will differ to the extent that new 
capital is rented among industries. 
Among the products for which the 
difference between the user and owner 
bases is important are automobiles, 
airplanes, railroad cars, computers, and 
structures. The 1963 table presented in 
this article is on a user basis. While it 
would be desirable to have tables on 
both bases, an owner table was not 
prepared because, in general, data on 
the ownership of rented new capital are 
not available.4 

Chart 7 illustrates the relationship of 
the capital flow table to the input-
output table. In the input-output table 
the interindustry flows are recorded in 
the blue area. These flows represent the 
goods and services purchased on current 
account. The producing industries are 
listed down the side and the consuming 
industries across the top. The input-

4. The OBE-SEC survey estimates of total expenditures 
for new plant and equipment by industry are largely on an 
owner basis. However, the survey provides little information 
on type of asset that would facilitate construction of an 
owner table. In addition, there are differences in coverage 
and classification between the OBE-SEC data and the gross 
private fixed capital formation component of GNP in the 
InputKsutput table. The OBE-SEC estimates do not include 
capital expenditures of farm enterprises, professional persons, 
nonprofit institutions, and real estate operators. They also 
exclude, while the GNP component includes, oil well drilling 
costs charged to current expense and expenditures for pas­
senger cars for business purposes by salaried workers who 
receive reimbursement for the use of their cars. The OBE-
SEC survey is reported on a company basis with the com­
pany s total capital expenditures—for its primary activity as 
well as all its secondary activity—being assigned to the 
primary industry. The input-output table and capital flow 
table are prepared on a modified establishment basis which 
in many instances incorporates adjustments to the establish­
ment data that subtract the secondary activities from the 
producing industries and add them to the primary industry. 
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output table also records the sales of 
coods and services to final demand as 
well as each industry's value added. 
The sum of sales to final demand and 
the sum of industries' value added are 
both equal to GNP. 

The capital flow table disaggregates 
the final demand column labeled in­

vestors.5 Individual industries that use 
capital are listed across the top of the 
capital flow table. Industries that 
produce capital are listed down the 
side. In the simplified and highly 

5. While net inventory change is included in the investors 
column, it is not included in the capital flow table. 

aggregated table in chart 7, the capital 
producing industries are construction 
and manufacturing. The trade and 
transportation industries are also shown 
as producers of capital goods because, 
as in OBE's input-output tables, flows 
are recorded in producers' prices and 
the associated trade margins and trans-
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portation costs are entered in the trade 
and transportation rows, i.e., as output 
of those two industries. 

Results of the Study 

The capital flows for 1963, as esti­
mated in this study, are shown in 
table 1. Across the top of table 1 are 
listed 76 industries that use capital. 
These industries are the same as those 
in the summary version of the 1963 
input-output table that was published 
in the November 1969 SURVEY. That 
table contains 85 industries, of which 
nine do not use capital.6 Down the 

6. The nine industries include the "dummy" and "special" 
industries, and government enterprises. The government 
enterprise industries were excluded because capital purchases 
oi government enterprises are included in government pur­
chases rather than in gross private fixed capital formation. 
The others are special constructs which do not correspond to 
real Industries that use capital. 

side of table 1 are listed 31 industries 
producing new equipment and a single 
industry producing new construction. 
In addition, as in the example in 
chart 7, the table contains rows for 
the trade and transportation costs. It 
also contains rows for the following: 
the cost of installing communication 
equipment when that cost is capitalized 
by the=. communications industry; the 
commissions earned by the real estate 
industry on the sale of structures; im­
ported equipment; and the costs of 
insuring imported equipment during 
shipment to the U.S. The total of the 
entries in each row, shown in the last 
column, is equal to that row's entry in 
the gross private fixed capital forma­
tion column in the 1963 input-output 
table. 

As shown in table 1, the total of 
gross private fixed capital formation 

in 1963 was about $81 billion of which 
equipment (including trade margins 
and transportation costs) accounted 
for about $333^ billion and construc­
tion for about $47J^ billion. The 
construction total includes private non-
farm residences, whose value was $25 
billion J The table shows these resi­
dences as being supplied to the real 
estate and rental industry. This is the 
result of the convention in national 
income accounting of treating home 
ownership as a business and combining 
it with rental housing in the real estate 
and rental industry. 

The largest producer of new equip­
ment in 1963 was the motor vehicle 
and equipment industry, with almost 
$5.7 billion of capital equipment sales. 
The next largest was special industry 
machinery and equipment with a little 
over $2 billion. There were six indus-
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chase of used goods. 



August 1971 SURVEY OF CURRENT BUSINESS 19 

tries that produced between $1.5 and 
$2 billion of equipment. These were 
radio, television, and communication 
equipment; farm machinery and equip­
ment; electrical and industrial equips 
ment; construction, mining, and oil 
field machinery and equipment; metal­
working machinery and equipment; 
and office, computing, and accounting 
machines. These eight industries ac­
counted for about two-thirds of all 
equipment produced in 1963. 

By far the largest user of new fixed 
capital is the Teal estate and rental 
industry, which received about $26.5 
billion in 1963. Following in order of 
importance are trade with $6.8 billion; 
medical, educational services, and non­
profit institutions with $5.1 billion; 
and electric, gas, water, and sanitary 
services with $4.9 billion. Other in­
dustries that received more than $3 

billion of new fixed capital are agri­
cultural products other than livestock, 
transportation and warehousing, and 
communication except radio and TV 
broadcasting. Of the 76 industries 
shown in table 1, 52 are manufacturing 
industries; in aggreagte they received 
$12.3 billion or 15 percent of total 
investment in structures and equips 
ment. 

Distribution of the equipment pro­
duced by the office, computing, and 
accounting machines industry can serve 
as an illustration of the marketing in­
formation contained in an industry row 
in table 1. In 1963, this industry pro­
duced about $1.6 billion of capital 
equipment. The products of this in­
dustry were used in every industry 
shown in the table. The largest users 
were finance-insurance and trade, with 
each receiving about $270 million of 

new equipment. Other large users were 
business services with $138 million, 
medical, educational services, and non­
profit organizations with $94 million, 
and transportation and warehousing 
with $78 million. These five industries 
accounted for about half of the use of 
new office, computing, and accounting 
machines. 

Additional detail 

Additional detail is available on the 
products of the producing industries.7 

Table A illustrates the greater detail 
in terms of the detailed products sup-

7. Estimates aro available at two levels ot greater detail. 
In both cases, the number of user industries remains at 76. 
A table showing 102 industries producing equipment and 4 
categories of new construction is available on request. The 
producing industries in this table correspond to those shown 
in the 337-industry I-O table (see footnote 2) and are essen­
tially on a four-digit SIC basis. In addition, a printout of the 
estimates at tho working lovel of 403 types or equipment and 
26 types of new construction can bo purchased from OBE 
for $85. 

in New Structures and Equipment , 1963 
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NOTE.—Details may not add to totals because of rounding. Source: U.S. Department of Commerce, O fflee of Business Economics. 
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Table A.—Detail on Products of the Office, 
Computing, and Accounting Machines 
Industries, 1963 

Computers.. -
Office machines, excluding computers... 
Typewriters 
Railroad track and motor truck scales-
Industrial scales — 
Retail and commercial scales 
Mailing and parcel post scales 
Office machines, not elsewhere classified 

TotaU 

Millions 
of 

dollars 

920.1 
360.7 
113.3 

11.2 
30.2 
13.1 

2.8 
163.6 

1,615.0 

plied by the office, computing, and 
accounting machines industry. 

The table shows that computers 
accounted for more than half of the 
equipment supplied by the industry in 
1963. The unpublished data show that 
the distribution of computers to users 
is roughly the same as the distribution 

pattern for the overall industry in table 
1. The five largest users of computers 
are the same as the largest users of the 
overall industry's output, as listed 
above. The largest user is finance and 
insurance with almost $170 million, 
followed by business services with $92 
million, medical, educational services, 
and nonprofit organizations with $69 
million, and trade and transportation-
warehousing with almost $50 million 
each. It should be noted that the esti­
mates of the distribution of new com­
puters include the usage of computers 
leased by the computer manufacturers 
to other firms. In table 1, these com­
puters are shown as being used by the 
lessee. The large flow to business 
services includes computers used by 
firms that are in the business of selling 
computer time and services, often on 
an hourly basis. 

Methodology 

The estimates of gross private fixed 
capital formation were i developed as 
part of the 1963 input-output table.8 

In the input-output study, new private 
construction is defined as the value-
put-in-place of private original erec­
tions, additions, and alterations which 
increase the stock of facilities. New 
private construction includes buildings, 
such as dwellings and factories, and 
nonbuilding facilities, such as railroads, 
pipelines, and telephone and telegraph 
facilities. Equipment that is an integral 
part of the facility and essential for its 

8. The 1963 figure for gross private fixed capital formation 
as now published in the national income and product ac­
counts differs than that shown in tabic 1 because the former 
has not yet been revised to conform to the input-output cal­
culations. The forthcoming benchmark revisions of the 
national income and product accounts, which will incorporate 
these calculations, may in turn result in some modifications 
of the input-output information presented here. 

Table 1.—Interindustry Transactions in New 
[In millions of dollars 
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51 
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58 
59 
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62 
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65 
66 
69 
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.71 
80A 

T. 

For the distribution of capital produced by an industry, read the 
row for that industry. 

For the composition of capital used by an industry, read the column 
for that industry. 

Miscellaneous textile goods and floor coverings. 
Lumber and wood products, except containers 

Rubber and miscellaneous plastics products 

Heating, plumbing and structural metal products . . 

Construction, mining and oil fleld machinery 
Materials handling machinery and equipment 

3pccial industry machinery and equipment.. 
General industrial machinery and equipment 

Office, computing and accounting machines 
Service industry machines. . . 

Electric industrial equipment and apparatus 
Household appliances 
Electric lighting and wiring equipment.. 

Motor vehicles and equipment.. 

Scientific and controlling instruments.. 

Optical, ophthalmic and photographic equipment. 
Miscellaneous manufacturing..— 
Transportation and warehousing 

wholesale and retail trade 

Real estate and rental. 

Total 
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See page 18 for footnotes. 
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general use is included in the value of 
construction. Examples are elevators 
and heating, plumbing, and electrical 
fixtures. Equipment items that are not 
integral parts of the facility or are 
meant for a special rather than gen­
eral use are not included in the construc­
tion value. For example, fixed conveyor 
lines in factories and steam tables in 
restaurants are not considered to be 
construction but equipment. The esti­
mates of new private construction used 
by OBE in the input-output tables are 
the value-put-in-place estimates pre­
pared by the Bureau of the Census. 

To be included as new equipment in 
the input-output study, a product had 
to meet three criteria: Last on average 
more than one year; not be an integral 
part of construction; and be one whose 
cost is charged under normal industry 

accounting procedures to a capital 
account. To a large extent the identifi­
cation of those products which qualify 
as capital equipment was based on the 
detailed product descriptions provided 
in the 1968 Census of Manufactures. In 
addition, information was obtained 
from other sources including industry 
experts and tax consultants. The esti­
mate of capital formation was developed 
by first establishing the total supply of 
the identified product and then taking 
the excess of the supply over exports, 
sales to government and persons, and 
inventory change. 

Allocation to using industries 

Table 2 summarizes the types of 
data used in allocating the structures 
and equipment to using industries. 
The first type of data listed in table 2 

is direct information on individual 
industry purchases of new capital. (If 
a particular type of capital is rented by 
the industry, it is necessary either that 
the information pertain to use or that 
the purchase data be supplemented with 
information on rentals.) Data of this 
sort collected from the user are, under 
most circumstances, the most desirable. 
No information of this type was avail­
able for estimating the flows of equip­
ment. 

The second category in table 2 refers 
to types of capital which are so special­
ized that it is possible to identify some 
one industry as the sole probable user. 
In such cases, output of the particular 
type of capital can be wholly allocated 
to that one industry. For example, the 
only probable user of ferris wheels and 

Structures and Equipment, 1963—Continued 
at producers' prices] 
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Table 2 .—Types of D a t a Used i n E s t i m a t i n g 1963 Capital Flows 

Equipment 

Number 
of 

products 

0 
175 
97 

131 

403 

In millions 
of dollars at 
purchaser's 

prices 

0 
7.318 
6,835 

19.442 

33,595 

Structures 

Number 
of 

products 

} . » 
4 
5 

26 

In millions 
of dollars a t 
purchaser's 

prices 

35,658 
3,463 
8,253 

47,374 

merry-go-rounds is the amusements 
industry. Capital flow estimates based 
on this type of information are, like 
those based on direct purchase infor­
mation, generally of quite good quality. 

Categories 1 and 2 are combined for 
structures in table 2. An essential 
difference between the two categories 
is whether the data originate with the 

user (category 1) or the producer 
(category 2). In the case of construc­
tion, much of the data originates with 
contractors, architects, and others who 
report to the F.W. Dodge Division of 
McGraw-Hill Information Systems, and 
it did not seem meaningful to attempt 
to distinguish between producer and 
user as the source of the data. 

The third category in table 2 also 
refers to types of capital which have a 
specialized use, but which are used by 
a relatively small group of industries 
rather than by one single industry. The 
user industries are usually fairly easy 
to identify. Within this group of users, 
the output of the particular type of 
capital is allocated on the basis of 
some variable which is assumed to be a 
good indicator of use of the product. 

The last category in table 2 refers to 
types of capital in general use for 
which resort must be made to indirect 
estimating methods to allocate output 
to using industries. The indirect meth­
ods distribute the output of a product 
to using industries in the same propor­
tions as some measured variable which 

(Continued on page 44) 

Table 1.—Interindustry Transact ions i n New Structures a n d E q u i p m e n t , 1963—Continued 

[In millions of dollars at producers' prices] 
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For the distribution of capital produced by an industry, read the 
row for that industry. 

For the composition of capital used by an industry, read the 
column for that industry. fi 

§••§ 

as 

65 

S-a 
H 2 a © 

V 
il 

67 

(*£ 

3 

70 

•3 
<V 

03 P. 

gs 

• 8 > 

72 73 

•a 
03 -

A
ut

om
ob

ile
 re

pa
ir

 
se

rv
ic

es
 

75 

A
m

us
em

en
ts

 

76 

on
s 

>« SJ3 

M
ed

ic
al

, e
du

ca
tio

n 
an

d 
no

n-
pr

of
it 

or
 

77 

3 

11 
17 
20 

. 22 
. 23 

32 
• 38 

39 
40 
42 

43 
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46 
47 
48 
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51 
52 

53 
54 
55 
56 
57 
58 
59 
60 
61 
62 

63 
64 
65 
66 
69 
70 
71 

80A 

New construction -
Miscellaneous textile goods and floor coverings 
Lumber and wood products, except containers 
Household furniture.. 
Other furniture and fixtures. . . 
Eubber and miscellaneous plastics products . . . 
Prim ary nonferrous metal manufacturing. 
Metal containers 
Heating, plumbing and structural metal products. 
Other fabricated metal products . . . 

799.0 

Engines and turbines : 
Farm machinery and equipment 
Construction, mining and oil field machinery.. 
Materials handling machinery and equipment.. 
Metalworking machinery and equipment 
Special industry machinery and equipment 
General industrial machinery and equipment.. 
Machine shop produc ts . . . 
Office, computing and accounting machines 
Service industry machines 

Electric industrial equipment and apparatus 
Household appliances 
Electric lighting and wiring equipment . . 
Radio, television and communication equipment. 
Electronic components and accessories 
Miscellaneous electrical machinery, equipment and supplies.. 
Motor vehicles and equipment. . 
Aircraft and parts 
Other transportation equipment. 
Scientific and controlling instruments 

25.2 
1.1 

7.2 
. 4 

.6 
7.0 
4.6 

84.8 
38.2 

79.0 

77.7 
7.0 

17.' 
1.5 

1,128.0 
3.3 

22.0 
1.0 

22.2 

P) 

12.1 

Optical, ophthalmic and photographic equipment 
Miscellaneous manufacturing 
Transportation and warehousing 
Communications; except radio and TV broadcasting.. 
Wholesale and retail trade 
Finance and insurance 
Real estate and rental . . 
Directly allocated imports. 

Total. 

209. 
4. 

22. 
644. 
264. 

1,216. 

1.5 
4.3 

45.0 

214.4 
P) 

1.3 
6.9. 

29.2 
2.2 

102.2 
.9 
.1 

1,136.8 
8 
8 
1 

88.0 
. 1 

14,5 
P) 

P) 

. 1 

1.0 

'i'i' 

38. 
142. 

1.3 

11.3 
485.1 
113.7 
P) 

..3,791.0 3,264.1 

. 7 

24.7 
1.6 

88.5 
.1 
.1 

185.2 
11.1 

3,138.5 
1.3 

8.8 
.4 

115.5 
.2 

251.0 
1.6 
5.3 

27.2 
.3 

107.5 

0.7 

P) 
1.1 
.1 

3.1 

28.8 

57.9 
4.7 

916.4 
.7 

8.8 
8.2 
2.2 

2,259.7 
13.3 

1,095.0 
9.4 

25,058.4 
. 8 

704.6 
3.8 

110.7 
10.1 

3.2 
3.8 

145.1 
7.8 
9.7 

42.2 

40.1 
7.5 

84.5 

3.0 
1.1 

29.8 

1.1 
P) 

471.1 

112.5 
P) 

269.1 
720.2 

15.9 
45.3 
21.6 
48.6 

4.9 
17.4 

,332.6 
13.7 
23.6 
2.7 

7.3 
100.2 
101.6 

49.0 
2.7 

42.7 

. 3 

1.0 

713.6 
.1 

27.5 
21.5 

274.9 
5.0 

.1 
3.1 
.1 

2.8 
18.3 

5.5 
.2 

P) 

207.1 

1.9 

16.3 
4.5 

969.5 
1.6 

336.8 
3.7 

121.2 
10.5 

.5 

2.6 

14.0 
4.1 
9.5 

74.5 
2.3 
4.9 
.4 

2.5 
10.7 
9.1 

. 1 

P) 

44.5 

4,935.2 6,801.4 1,739.1 

114.0 
P) 
13.3 
2.2 

14.7 
.1 

.7 
3.1 
8.5 

94.5 
P) 

1,051.8 
. .9 

16.9 
93.9 

34.0 
48.0 
8.5 

27.0 
.7 

24.4 
1.1 

P) 

.5 
( ' ) • 

1.4 
4.9 

11.5 

163.0 
.8 

37.9 
65.0 
18.5 

135.2 
P) 
14.0 
2.8 

137.9 
45.6 

10.8 
1.7 
.8 

14.9 
8.6 

417.7 
.2 

1.5 
.1 

.1 

6.4 
38.6 
10.9 
47.3 

101.9 
.5 

.7 
30.0 

.2 

.7 

30.8 
14.4 

111.0 
12.2 

27.6 

50.7 
6.8 
7.6 

516.3 1,800.1 

125.2 
P) 
4.1 
1.1 

7.7 
16.9 

2.0 
.4 

P) 
9.1 
.3 

265.4 

53.3 
P) 

. 1 
6.5 

14.7 

956.9 

90.6 
P) 

3.0 
5.6 

8.0 
6.4 
8.0 
4.8 

.7 

.4 
1.6 

53.6 
.4 

3,462.7 
5.5 

2.1 
103.2 

1.6 

.6 
10,7 

2.5 
1.9 

15.2 

19.3 

18.6 
.5 

11.3 
158.5 

9.3 

145.2 
P) 
2.6 
2.4 

631.7 

94.0 
47.9 

7.0 
4.3 
2.0 

83.1 
6.0 

73.7 
277.3 
33.0 

296.9 

67.0 
124.9 
23.1 

353.9 
P) 
29.5 
6.8 

5,136.7 

46,151.0 
62.5 
5.4 

124.1 
1,126.5 

18.1 
22.2 
9.0 

536.3 
242.4 

388.2 
1,901.9 
1,760.3 

664.9 
1,670.2 
2,024.9 
1,385.5 

6.4 
1,615.0 
1,111.6 

1,861.5 
119.9 
55.5/ 

1,923.6 
. '96.2 

/ 198.4 
(5,671.4 , 
\446.3 
1,465;2-

672.8 
I 

340.1 
496.8 
574.4 
485.1^ 

4,344.8 
.7 

1,224.0 
165.7 

80,968.6% 

1. See page 18 for footnotes. 
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Direct Investments 
(Continued from page 15) 

The coverage is believed to be virtually 
complete for major U.S. investors. 
Details of methodology, regulations and 
instructions, definitions, and copies of 
the reporting forms can be found in the 
Direct Investments Abroad volume. 

"Direct foreign investment" is de­
fined to include all foreign business 
organizations in which a U.S. person, 
organization, or affiliated group owns 
an interest of 10 percent or more. In 
addition, a foreign business organization 
in which 50 percent or more of voting 
stock is owned by U.S. residents is 
counted as a direct foreign investment 
even if no single U.S. group owns as 
much as 10 percent. It should be noted 
that some of the U.S. reporters who own 
direct investments abroad are them­
selves owned by foreigners, and direct 
investments of such U.S. reporters are 
included in this survey. Not covered are 
U.S. holdings of the stocks or long-term 
debt of foreign organizations not meet­
ing one of these criteria; such holdings 
are considered portfolio, not direct, 
investments. 

"Direct foreign investment" also in­
cludes all equity in the stock and sur­
plus, and ownership of the long-term 
debt, of the foreign organization be­
longing to U.S. persons other than the 
U.S. parent of the foreign organization. 
However, U.S. banking and nonparent 
commercial claims on the foreign organi­
zation, or loans by U.S. Government 
agencies, are not included; thej7 are 
shown elsewhere in the statements of 
the U.S. balance of payments and inter­
national investment position. Thus, 
accounts between the home offices and 
foreign branches. of U.S. banks which 
are reportable on Treasury Department 
Foreign Exchange Forms Bl and B2 are 
excluded. The vast majority of such 
accounts represent balances held by the 
foreign branches with their U.S. home 
offices. 

Structures and Equipment 
(Continued from page 22) 

is assumed to be o. good indicator of the 
use of the product. For example, 

typewriters purchased on capital ac­
count were distributed to using in­
dustries on the basis of industry 
employment of typists. In most cases, 
all 76 user industries identified in the 
capital flow table were included in the 
allocation. 

Evaluation 

The estimates of equipment flows 
shown in table 1 fall short of the 
quality of the estimates of flows on 
current account in the input-output 
table for 1963. This is because there is 
much less hard statistical information 
available for estimating capital flows 
than for estimating current account 
flows. 

Table 2 shows that, in dollar terms, 
well over half of the flow of equipment 
($19.4 billion out of $33.6 billion) was 
allocated to using industries according 
to indirect estimating methods of one 
sort or another. 

Information similar to that in table 
2 has not been compiled for the current 
account flows in the 1963 input-output 
table. However, much more informa­
tion on actual purchases was available 
for estimating the current account flows 
so that indirect methods were used 
much less. This is especially true for 
manufacturing industries, for which the 
Census of Manufactures supplied de­
tailed information for more than half 
of the total consumption of materials 
by manufacturing plants. In addition, 
the regulatory commissions and various 
private surveys provided much informa­
tion on current account flows for non-
manufacturing industries. Firm statis­
tical data on purchases, and in some 
instances sales, underlie about one-half 
of the total dollar amount of flows in 
the current account table. In addition, 
information of the sort listed in cate­
gories 2 and 3 in table 2, which can 
also yield quite good estimates, is used 
substantially in the current account 
table. 

Another factor to be considered in 
evaluating the quality of the equipment 
flows is that indirect estimating 

methods are in general more reliable 
for estimating current consumption 
than capital purchases. The consump­
tion of many goods in current produc­
tion can be closely approximated by 
such variables as output or employ­
ment, for which we have good data. 
This is not the case for purchases of 
new equipment. One can theorize about 
factors which affect new capital pur­
chases, such as industry profits, excess 
capacity, age of stock, expected de­
mand, and so on. However, we do not 
have an adequate statistical or theo­
retical basis for setting up equations 
incorporating such variables to estimate 
an industry's demand for specific types 
of fixed capital. Instead, the basis'for 
the estimates was usually data on 
output, employment, or, in some in­
stances, capital stocks.9 

Table 2 does not provide a very 
useful basis for evaluating the estimates 
of new structures. Although three-
fourths of the total dollar amount of 
construction is in the combined cate­
gories 1 and 2, the quality of the 
construction estimates is probably im­
paired because to a considerable extent 
they are based on secondary sources of 
information rather than on direct 
surveys of work done. 

It is clear that significant additions to 
the Federal statistical program are re­
quired before fully adequate capital 
flow tables can be constructed. As a 
result of the experience gained in con­
structing the table for ' 1963, OBE is 
better able to assess the need for ad­
ditional statistics on business purchases, 
sales, and rentals of new fixed capital 
for estimating inter-industry flows, and 
to formulate specific recommendations 
for such additions. The type of analysis 
summarized in table 2 extended to 
specific capital items and industries can 
provide guidelines for the needed im­
provements by showing the products 
and industries for which new or ex­
panded data collection surveys are most 
needed. 

9. Information concerning the basis for distributing each ' 
product to the using industries will be available shortly. 
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